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We want to help you develop, expand and improve 
manufacturing capacity in Canada. 

That is the government of Canada’s message to busi- 
nessmen right across this country. 

To do that we are offering three powerful incentives: 
competitive advantage in export sales, expanded mark- 
ets and increased profits. 

Through Revenue Canada — Customs and Excise — 
the government is using these incentives to broaden the 
base of Canada’s manufacturing sector. 

This effort is rooted in legislation designed to remove 
from the manufacturing equation the cost of certain 
duties and taxes on items imported into Canada. 

Basically, these programs provide for the return of cus- 
toms duty or taxes paid on certain products whose final 
use or disposition meet the requirements of the legisla- 
tion. 

Known as customs drawbacks, these programs have 
become a vital part of the Canadian economy. 

There are two broad divisions of customs drawbacks: 
Home Consumption and Export. 


Home Consumption Drawbacks 


There are more than two dozen Home Consumption 
Drawback items covering imported goods which are used 
in Canada in eligible production. 

More than half the drawbacks paid under these home 
consumption provisions relate to imported machinery, 


introduction — 


precision instruments and apparatus used for the manu- 
facture of motor vehicles, aircraft, and related parts and 
equipment. 

These provisions are designed to make the manufac- 
turers more competitive in the Canadian market by grant- 
ing them relief from duties paid on machinery, equipment 
parts and materials essential to their operation. 


Export Drawbacks 


Four major categories of export drawbacks are: 

1) Imported materials used or consumed in the manu- 
facture in Canada of goods for export 

2) Goods imported into Canada and then exported 

3) Goods supplied as ships stores and supplies 


4) Goods sold to the Canadian Commercial Corpora- 
tion for export. 


Each of these categories is aimed at helping the Cana- 
dian manufacturer become — and remain — more com- 
petitive in foreign markets against foreign producers. 


Manufactured for Export 


The widest application of the drawback principle is 
in this area of imported goods which subsequently find 
themselves used in some way in the manufacture of ex- 
port items. 


For a variety of reasons Canadian manufacturers need 
to import certain goods, materials, products or items 
which are: 

— used 

— consumed 


— incorporated in 
— added to 


or otherwise become a part of items for export trade. 


These may include substances like coffee and sugar 
which are virtually unobtainable in Canada. They may 
be products like transistors which can be produced in 
greater volume and lower unit cost elsewhere. Or it may 
simply be an item which is in short supply in Canada. 

In any case, it is meant to cover whatever is essential 
to the development of an active, vital and competitive 
manufacturing sector in this country. 


Import/Export 


Under this drawback provision an importer may bring 
in an entire finished product which is then exported and 
qualifies for customs drawback. 

Goods imported into Canada and subsequently ex- 
ported in relatively the same condition as imported (but 
not used in Canada) would qualify for drawback under 
this provision. 

This provision is particularly useful for companies 
wishing to offer a complete product line to foreign buyers. 

There are other applications of this basic principle but 
essentially it is designed to make Canadian firms more 


competitive. 


Ships Stores 


On the principle that certain goods supplied to ocean- 
going vessels and aircraft on international flights are 
“consumed” outside the country and may be deemed to 
have been exported the Department permits a return of 
duties and taxes paid on such goods. 

This provision helps encourage foreign purchasers to 
take advantage of favorable rates in Canada and make 
this country its source of supply for a wide range of items, 
including aviation fuel. 


Canadian Commercial Corporation 


When foreign governments make purchases from the 
Government of Canada they do so through the Canadian 
Commercial Corporation which is part of the Department 
of Supply and Services. 

Canadian manufacturers supplying goods or materials 
to the C.C.C. for export are entitled to drawback on the 
portion of goods supplied originally imported from a 
foreign country. 

To help you understand what drawbacks could mean 
to you we asked a number of Canadian manufacturers to 
tell us their experience. 

In the following pages you can read these stories and 
much more about the kind of help we are prepared to 
offer. 


Digitized by the Internet Archive 
in 2023 with funding trom 
University of Toronto 


https://archive.org/details/31 761117090407 
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That old saw about the ill wind has seldom been better 
exemplified than in the case of Bennett Pollution Controls 
Ltd. of Vancouver. 

After all, what could have been more ill in the eyes of 
the world than the Santa Barbara oil disaster of 1969? Yet 
it was that disaster that set the company on the road from 
a modest one-man operation involved in industrial clean- 
ing to the present rapidly growing organization that had 
sales close to $1.5 million in the year ending September 
30, 1973. 

The company was founded in 1968, and its involve- 
ment in the Santa Barbara clean-up operation the follow- 
ing year came about because of its capability for cleaning 
rocky beaches with high pressure jets of water and 
chemicals. 


While he was on the scene, John Bennett became fas- 
cinated by the number and variety of booms being used 
to corral floating oil. He bought the patent rights for the 
most promising one, and production of oil control booms 
has since become the firm’s main activity. 

“In the past four years we have been involved in sup- 
plying booms and know-how for cleaning up after every 
major oil spill in North America,” says Hans Banzinger, 
executive vice-president. 

The company produces a large offshore boom, in articu- 
lated 50-foot sections weighing 18 pounds per foot, and 
a family of inshore booms ranging in height from 18 
inches to three feet and weighing as little as two pounds 
per foot. When in use, about a third of the boom’s height 
projects above the surface of the water. 

The company also makes skimmers for the mechanical 
recovery of spilled oil, and racks for storage of offshore 
booms. 


Two groups of oil companies have formed co-opera- 
tives to buy offshore booms. One boom is kept ready for 
use in the Gulf of Mexico and another is stationed at 
Bellingham, Wash., and was towed to Vancouver recently 
to impound oil that escaped from a freighter after a 
collision in English Bay. 

A factor that has given a substantial boost to the com- 
pany’s sales is the comparatively recent introduction by 
many harbour authorities of the requirement that ships 
transferring oil be boomed. 

Export sales accounted for about $500,000 of the com- 
pany’s sales in the year to September 30, 1973 of which 
about $130,000 was for Japan and Hong Kong and the rest 
for the U.S. 

‘‘We hope to develop a lot more business in Indonesia 
and the Philippines,” Banzinger says. 

For covering the booms, the company imports from 
Japan PVC-coated nylon, subject to 27!/2 per cent duty. 
Foam floats imported from the U.S. are subject to 15 per 
cent duty. The company also used to import wire rope 
from Germany, but recently has been using Canadian- 
produced rope. 

“Our main competitors are in the U.S.,” Banzinger 
says, ‘and 81/2 per cent duty has to be paid on booms 
imported into the States, so the federal government’s 
customs drawback program has been a big factor in get- 
ting us sales in the U.S. Without it, we just couldn’t have 
been competitive enough, despite the high quality of our 
products.” 
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A rose is a rose, is a rose might be good enough for 
Gertrude Stein but for George Downham a rose is big 
business. 

With a major assist from customs drawbacks, he has 
turned the family business in the southwestern Ontario 
town of Strathroy into a leading handler of rose bushes. 

Rose bushes are imported in large quantities — chiefly 
from California — and are packaged, labelled and shipped 
to distributors throughout the United States. 

Six years ago, Mr. Downham’s business was grossing 
in the region of a million dollars as a retail outlet for nur- 
sery stock of all kinds. He deliberately turned it around 
into a wholesale supplier of stock to distributors. 

That first year as jobbers, Downham’s packaged be- 
tween 30,000 and 40,000 rose bushes. In 1974 that figure 
was expected to reach half a million. 

‘And you know, we just simply couldn’t have pulled 
it off without the customs drawback,” Mr. Downham said. 

“It was kind of peculiar, to say the least, when we 
first got started because we were paying three cents on 
each rose bush coming into Canada and then another 
penny on every rose bush going out.” 


“That doesn’t sound like much but it sure mounts up 
and it didn’t make any sense to me.”’ 

Mr. Downham wasted no time contacting the customs 
people at Port Huron, the crossing point he used most 
frequently, and that’s when he first heard about draw- 
backs. 

Now Mr. Downham is claiming under drawback pro- 
visions for the duty he pays on the rose bushes, the wax 
he coats them with, the bags he packs them in and the 
illustrated instructions that accompany them. 


His drawback claims now are more than $16,000 a 
year and that small amount is enough of an edge in the 
competitive U.S. market that he now employs up to 400 
people in the peak packing season. 

A quarter of all his business now is in the export mark- 
et and three-quarters of that is in rose bushes. 

The organization has also built up a lucrative sideline 
in packaging rose bushes for large-scale outlets. The out- 
lets ship rose bushes and private brand packaging to 
Downham’s where the coating, packing and labelling 
are done and the rose bushes shipped back to the cus- 
tomers ready for distribution to retail outlets. 

This success has also helped George Downham reverse 
the U.S. Branch plant concept. He has had to incorporate 
a branch operation in Michigan to handle his own 
product. 

“What has amazed me about drawbacks is that the 
customs officers in that department are constantly in 
touch with us to suggest new ways we can take advantage 
of the regulations. Now that’s what I call real service,” 
Mr. Downham adds. 
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CHAPTER III 


the bedrooms of 
the nation 


Tabago Furniture Ltd. is a privately owned Canadian 
company that was founded in 1956 in the area of Ste. 
Thérése, Québec. 

Initially Tabago Furniture manufactured bedroom and 
dining room suites only for the domestic market and had 
annual sales of approximately $1 million. 

Since the decision to export to the U.S. was made in 
1970 their sales have quadrupled and it is expected that 
the future will be even brighter. 

Now the export sales account for approximately 85 per 
cent of the annual sales — about $4 million. 

Tabago Furniture now employs about 190 individuals 
— most live in the immediate area of Ste. Thérése — and 
the total payroll is approximately $1,200,000. 

To maintain and increase the level of exports to the 
U.S. there is a 15 man force — representatives of 
Tabago Furniture — based throughout the U.S. These rep- 
resentatives maintain contact with retail outlets that 
carry the Tabago lines of merchandise as well as intro- 
ducing the lines to other potential outlets. 


Manufacturing dining room and bedroom suites re- 
quires many products be imported into Canada. Imported 
from the U.S. is walnut veneer, subject to a duty of 
71/2 per cent, particle board with a duty of 15 per cent, and 
drawer slides at a 20 per cent duty; from Germany come 
piano hinges at a 17!/2 per cent duty and handles at a 20 
per cent duty; and from Taiwan comes the mahogany for 
the bottom of the drawers. 
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An important factor to remember is that there is no 
import duty on solid wood. This means that Tabago Fur- 
niture pays very little in the way of import duties since 
solid wood constitutes the bulk of products purchased. 
Of all the solid wood purchased about 50-60 per cent is 
Canadian. 

Of the imported duty paid by Tabago Furniture 99 per 
cent is returned in the form of drawbacks from Revenue 
Canada and this amounts to about $36,000 annually. 

When Tabago first began exporting its officials knew 
nothing about drawback provisions. From other firms in 
the industry they learned about drawbacks and then con- 
tacted the Department for help in filing their first claims. 

Now they file quarterly and find that 60-70 per cent 
of the drawback claimed is received within a month and 
the balance when the claim has been verified by a draw- 
back officer. 

Philippe Mottais, President and owner said: ‘‘We are 
not dependent on drawbacks to be competitive, but, we 
certainly find that it is to our advantage and we encour- 
age anyone who is entitled to drawbacks to apply.” 


a CHAPTER IV 


up, up and away 


Canada’s aerospace industry serves an international 
market and remaining competitive with large firms in the 
United States has always been a challenge to Canadian 
manufacturers. 

The drawbacks section of Customs and Excise has 
played a part in helping Canadian manufacturers compete 
in foreign markets. 

“Utilization of the drawback programs with annual 
recoveries of many thousands of dollars has helped 
Bristol Aerospace Limited to remain competitive with its 
American counterparts and has proved to be of value in 
export production,” says Winnipeg purchasing manager 
W.C. Keele. 

Bristol Aerospace has been taking advantage of draw- 
backs for more than 20 years and has a staff specialist to 
make drawback applications. 

“Bristol, like the western farmer, believes in versatil- 
ity,’ says Mr. Keele. The company manufactures and ex- 
ports a variety of products such as jet engine components, 
aircraft floats, high altitude research rockets, carbon 
composite components and JATO’s (jet assist take off). 


Whenever possible materials used to manufacture 
these products are purchased in Canada,says Mr. Keele. 
In many cases, however, in order to meet specifications 
set out by customers, Bristol must turn to U.S. manufac- 
turers for materials. The company imports high tempera- 
ture alloy (plate, sheet, strip, bar, castings and flash 
welded rings). 

Bristol makes a practice of accumulating all relevant 
documents during the manufacturing process so that they 
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will be available to the drawback auditor when an appli- 
cation is reviewed. Applications are submitted at the 
completion of a total shipment when large sums are in- 
volved,or may be held for one year before application is 
made. 

The use of a work order number ensures a complete 
record of all material used to manufacture a particular 
shipment. 

Documents used by the company to substantiate draw- 
backs they claim are their normal production records and 
customs forms. 

“The drawback system was designed to encourage ex- 
port trade and has been of great value to us over the 
years. Export drawback has helped our profit position 
and encouraged greater employment,” says Mr. Keele. 
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CHAPTER V 


under canvas 


“Drawbacks have enabled us to price our goods in a 
reasonably competitive way in the U.S. market,” says Ira 
S. Jones, chief executive officer of Jones Tent & Awning 
Ltd., Vancouver. 

The firm was founded in 1887 by Jones’ grandfather, 
and a fourth generation of the family is now active in 
management of the business, which has continued to be 
family owned. 

With an average of 230 employees and about 120,000 
square feet of space in three buildings, Jones Tent & 
Awning is the largest operation of its kind on the Cana- 
dian West Coast. 

It produces all manner of canvas goods, including tar- 
paulins, tents, backpacking equipment, groundsheets, 
transport truck covers, and hatch tents for marine use. 

Long-time producer of protective clothing for firemen, 
fishermen, miners, and loggers, the firm has in compara- 
tively recent years extended its range to include sports 
clothing, sleeping bags, and other items involving the use 
of synthetic fabrics, principally nylon. 
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The firm also imports large quantities of duck and 
goose down for insulating cold-weather clothing and 
sleeping bags. 

‘We just can’t get enough of a suitable grade in Can- 
ada. Labelling regulations in the U.S. require that the 
down meets very stringent specifications. For instance, 
duck down and goose down may not be mixed in the 
same garment or bag,” Mr. Jones said. 

Jones Tent & Awning began getting established in the 
U.S. market in 1963, with the help of the federal Depart- 
ment of Industry, Trade and Commerce. In terms of value, 
exports to the U.S. now account for about 30 per cent of 
sales. ‘The total value of our annual exports to the U.S. is 
now well over $1 million,” Jones says. 

Synthetic fabrics the firm imports from the U.S. are 
subject to duty of 27'/2 per cent, and the down to duty of 
7'/2 per cent. Hence customs drawbacks are a significant 
factor in the pricing of the firm’s goods in the U.S. market. 
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ERCO Industries Ltd. of Newfoundland is located at 
the Placentia Bay community of Long Harbour. 

It was built in the mid-1960’s at a cost of $40 million 
and today this industry is a major factor in the economy 
of the province. 

This operation now employs about 550 people and has 
an annual payroll of approximately $3 million. 

The sole production of ERCO Industries is elemental 
phosphorus and this involves some very complex equip- 
ment and a huge volume of raw materials. The elemental 
phosphorus is exported to the parent company, Albright 


clude silica and quartz from the nearby Villa Maria 
deposits as well as coke imported from Europe and phos- 
phate rock brought in from Florida. 

Furnaces to produce the finished product are operated 
by massive amounts of electricity which is readily avail- 
able at Newfoundland’s Baie D’Espoir generating station. 

The electricity is fed through giant electrodes each 
five feet in diameter, ten feet long and weighing more 
than seven tons. 

Imported from the United States, these electrodes are 
completely consumed in the process of making phos- 
phorus and, since the end product is exported, are eligible 
for drawback. 

Duties on a single electrode are about $600 and more 
than 300 are used in a year so that ERCO stands to bene- 
fit by more than $180,000 per year from drawback pro- 
visions. 
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When it comes to the ‘‘bottom line” at Garrett Manu- 
facturing Limited near Toronto, it’s the drawback pro- 
visions that really count. 

Making electronic control devices — particularly air- 
conditioning controls for aircraft — Garrett has substan- 
tial sales in military contracts where profit margins are 
rigidly controlled. 

Norman Spinks, Garrett’s materials manager, says the 
company exports more than 85 per cent of its produc- 
tion and 30 per cent of that is under military contracts. 

“So you can see that drawbacks are essential if we 
are to preserve a reasonable profit margin and help the 
company grow,” he said. 

Opened more than 20 years ago as a Canadian sales 
office for its U.S. parent company, Garrett has now 
grown to the point where it employs more than 700 peo- 
ple in a very sophisticated industry. 


Mr. Spinks estimates that about 30 per cent of the 
materials they use originate in the United States. Another 
30 per cent comes from Canadian suppliers but is ac- 
tually from the U.S. and the final 40 per cent is com- 
pletely Canadian. 

“We have become a major client for Canadian manu- 
facturers but we have found that we have to check very 
carefully the point of origin of all materials we buy,” he 
said. 

“Canadian suppliers often do not seem to be aware 
of the fact that we can claim drawback on materials which 
have been imported into Canada and subsequently in- 
corporated in machinery or equipment we produce for 
export.” 


Such careful checking and a computerized inventory 
control system pegged to drawbacks have helped 
Garrett’s account for nearly 15 per cent of its net profits. 

Garrett first began serious manufacturing in 1961 and 
now produces an estimated 80 per cent of all the aircraft 
air-conditioning controls in the free world. Their list of 
countries to which they export reads like a roll call at the 
United Nations. 

A lot of helpful advice has come from the customs 
drawback officers who call on Garrett, Mr. Spinks says. 

“We have learned a tremendous amount from them, 
particularly during their post audit investigations when 
they scrutinize our whole operation and are able to give 
us excellent advice.” 

“When you're buying more than eight million dollars 
worth of material every year and some of it is microscop- 
ically tiny, you need understanding and competent help 
and advice from experts and that’s what we’ve learned to 
count on from our customs officers,” he added. 
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The availability of export drawbacks had a sizable 
effect on the growth of Motor Coach Industries Limited 
when the company entered the export market in 1963. 

The Winnipeg based manufacturer of shells for inter- 
city buses now exports to the United States, Mexico and 
Australia. The prospect of a return of 99 per cent of the 
duty paid on materials imported to manufacture bus 
shells for export encouraged the company to enter the 
export field, said a company spokesman. 
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CHAPTER VIII 


go by bus 


Vall 


The drawback program enabled the company to pur- 
chase materials on an international market and helped to 
place Motor Coach Industries in a more competitive posi- 
tion — one where they could keep costs fairly close to 
what competitors were paying. 

Motor Coach Industries purchases the bulk of its stain- 
less steel in Canada and tries to buy Canadian whenever 
feasible but specialized materials such as sealers, prim- 
ers, alloy tubing, vinyls and tapes are imported from the 
(Blas) 

Motor Coach Industries applies for drawback at the 
end of a production run. For the facility of auditors the 
company employs a work order system providing a list of 
the amount of materials which should be used and a rec- 
ord of materials actually used in the manufacture of each 
unit. 

In more recent years the auto free trade agreement 
between Canada and the U.S. has reduced the number of 
items on which export drawback is applicable, and has 
reduced the number and amount of drawback applica- 
tions filed by Motor Coach Industries. 
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ELA Located some 40 miles southwest of Halifax, Chester 
Plastics Limited is, according to Vice-President 
Nemeskeri, enjoying a substantial competitive edge in 
U.S. markets for its container products through full utili- 
zation of the drawback system. 

Rigid polyvinyl chloride — sheet plastic — is imported 
from Italy and transformed in the Nova Scotian fishing 
village and holiday resort into one-eighth ounce to four 
ounce containers through a process which Mr. Nemeskeri 
says is unique to his company. Truckloads of the finished 
product are shipped south of the border for end use. 
Foodstuffs, detergents, and cosmetics generally find their 
way into the containers. 

Currently the amount of drawback on the imported 
base material runs at about $12,000 annually, a 17!/2 per 
cent import duty saving and a contributing factor in keep- 
ing 35 employees at work on three shifts daily. 


19 


Chester Plastics also realizes an approximate $4,000 
annual saving on sugar duties as a sugar-syrup soft drink 
packager. This is a 100 per cent export effort with the 
cherry, grape, orange and lime refreshment going into 
U.S. markets. The syrup is purchased from an importing 
Nova Scotia food processor. 

Monetary savings are not the only plus factors in the 
drawback system. 

Mr. Nemeskeri points out that his six year old firm 
has established and maintained good working relations 
with its Italian supplier of plastics. 
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‘‘We have a reliable supplier in Italy,” he says. ““When 
we first started up we looked at the supply situation in 
Canada and discovered that at that time there just wasn’t 
a manufacturer of the type of calendered rigid P.V.C. in 
the heavy gauges we required. So we had to import. Over 
the years we have worked out a friendly and efficient 
arrangement with our Italian supplier, and drawbacks 
are helping us to maintain that arrangement. Business 
relations are important too.”’ 

Mr. Nemeskeri confirms that drawbacks are also con- 
tributing to plans for expansion. “We are taking a serious 
look at England and Australia right now and there’s no 
doubt that customs drawbacks have encouraged us to 
investigate other export markets and to start planning for 
increased production.” 

And he has nothing but praise for the service. 

‘‘We pay the duty on the imported material. We manu- 
facture our containers, then export them and get our 
duty investment back. And all the while we get excellent 
service from the Department. We’re happy with the sys- 
tem and we're happy with the service.”’ 
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D. H. Grosvenor Inc. of Montreal was founded in 1951 
and operated as a family owned company. Today, al- 
though no longer a family operation, it is still a Canadian 
owned corporation and according to Robert Landau, 
President, the largest fur manufacturer in North America. 

This company now employs about 150 people with a 
total payroll of approximately $1,500,000. 

More than 15 years ago they began to export their 
quality furs. Markets today include such countries as 
Germany, Italy, Switzerland, the United Kingdom and 
the United States. Initially their manufactured furs were 
sold only within the domestic market. 

Now exporting accounts for 75-80 per cent of their 
annual volume of sales — approximately $10 million. Fur- 
ther expansion seems imminent as they are beginning to 
break into the Far East and it is hoped that this will de- 
velop into a sound market for the future. 

Grosvenor import their furs for manufacturing from 
Russia, Africa and Australia as well as Scandinavia 
which is noted for its ranch minks, and China where wild 
furs can still be obtained. 
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The majority of the furs are dressed outside of Canada, 
in countries such as Northern Ireland, Italy, Belgium 
and in cities such as New York, because it is much cheap- 
er and the quality of workmanship is excellent. 

It is after the dressing that the 10 per cent duty must be 
paid — raw furs are duty free when they are imported into 
Canada — and because of drawbacks all but 1 per cent 
is recovered. Total drawbacks for the year average 
$200,000. 

D. H. Grosvenor Inc. now make their claims only 
twice a year rather than quarterly. This reduces costs but 
approximately $120,000-$125,000 is then tied up year 
round. 

However, when their claims are finally presented they 
generally receive about 90 per cent of it within 30 days 
and the remainder when an agent from drawbacks certi- 
fies that the claims are correct. 

Yes, drawbacks are very important to this company. 
As Mr. Landau said, ‘““We need drawbacks to remain 
competitive!” 
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If there’s one thing B.C. politicians, businessmen, 
economists, and men-in-the-street can agree on, it’s that 
the province needs more secondary industries. 

They agree that far too much of the province's logging 
and mining production is shipped abroad in its raw state 
to be processed through the labor and skills of others. 

The customs drawback program has been a significant 
factor in helping one of B.C.’s secondary industries to 
achieve substantial growth since it was founded here in 
1952. 

Weiser Lock Co. Ltd. started with two employees and 
now has more than 500, making it the largest manufac- 
turer of locks in Canada. Although it is a wholly-owned 
subsidiary of a U.S. firm, all the staff in Vancouver are 
Canadians. 

The direction of flow of the company’s products has 
to a large extent reversed since its founding 22 years 
ago. At the outset, the parent company’s plant in Los 
Angeles shipped lock parts to Vancouver for assembly 
and distribution in Canada. Now, the 500 employees in a 
300,000-square-foot plant produce components for ex- 
port to the U.S. and other countries. 
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The Vancouver plant no longer ships finished locks 
because the parent company now has subsidiaries or 
licensees in 57 countries. Exports account for 15-20 per 
cent of the Vancouver plant’s sales, says Brian Edwards, 
controller and assistant general-manager. 

“One country we haven’t touched to any degree 
is Japan,’ Edwards says, ‘‘but we are now working on a 
move into Asia generally. At present the Pacific Rim 
countries are being supplied by an Australian subsidiary, 
but that could change.” 
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The company produces a broad range of door locks for 
residential and commercial use, and padlocks. It does not 
make locks for safes or furniture. 

Dutiable imported materials on which drawbacks are 
claimed include brass, bronze, and steel strip and rod, 
imported from the United States, Britain, and Japan. 

The company also claims drawbacks on dutiable parts 
shipped from its parent company’s plant in Los Angeles 
for finishing in Vancouver, including plating and polish- 
ing, and then returned to Los Angeles. 

“The drawback program has opened up markets where 
we would not otherwise be competitive,’ Edwards says, 
‘and at the same time has given a substantial boost to 
highly desirable secondary industry. Our aim is to en- 
hance our capabilities and employment levels, and the 
drawback program is helping us to do that.” 
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CHAPTER XII 


competing 
at home 


One company that benefits from the home consumption 
drawbacks is Playtex Ltd. of Arnprior, Ontario and unlike 
most companies that benefit under this category, their 
claims are not related to machinery or equipment. 

Located thirty-nine miles west of Ottawa, Playtex of 
Arnprior is a subsidiary of the American firm Interna- 
tional Playtex Company. Other plants are located in 
countries such as Scotland, South Africa, France, 
Germany, Italy, Puerto Rico and Australia. 

Playtex came to Arnprior in 1953, their reasoning being 
that: 


a) people were available to staff the operation; 

b) land was available now and for future expansion; 
and 

c) the municipal government was at that time willing 
to offer certain advantages. 


Today the Playtex building occupies 70,000 square feet 
and 400 people are employed there but these figures will 
soon increase as they are in the process of expansion. 

Here, at the Arnprior plant, only manufacturing takes 
place. The finished products — girdles, bras, rubber gloves 
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and tampons — with a retail value of approximately 
$18,000,000, are then shipped to the distribution centre in 
Malton,Ontario,for shipment to the Canadian retailers. 

Prior to 1969, when they started to manufacture tam- 
pons, there were no means by which they could claim 
drawbacks for the goods they produced. However, once 
the production of tampons began and with this the im- 
porting — from the U.S.—of rayon with a 20 per cent 
duty, plastics with a duty of 17!/2 per cent and string with 
a duty of 22 per cent, they were finally able to make use 
of one of the various home consumption drawback 
provisions. 

Most of the tampons produced are sold on the domestic 
market. The home consumption provision allows for the 
recovery of 50 per cent of the total duty paid on imported 
items used in the production of tampons and, in 1973, the 
total claim for drawback amounted to $16,000. 
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On regular occasions, tampons have been shipped to 
Japan on supply contract—these are referred to as “‘isolat- 
ed exports” — and then export drawback can be claimed. 
Since 50 per cent for home consumption drawback had 
already been allowed, the difference of 49 per cent is 
paid to bring the drawback up to the 99 per cent level 
allowed for export drawback. 

To verify their claims, Playtex produces for the draw- 
back officer three forms: 


1) the import documents and receipts showing the 
quantity of rayon, plastics and string received from 
the U:S.; 

2) a production or stock record which shows the 
quantity of materials going into the production de- 
partment; and 


3) the record showing the quantity of tampons pro- 
duced. 


Mr. E. A. Murdoch, Purchasing Manager, said that 
applications for drawbacks are filed by the company on a 
quarterly basis and that they generally receive 50-60 per 
cent of their claim within seven weeks. The balance of 
the claim is then received once the officer has verified all 
the figures. 

For Playtex Ltd., home consumption drawbacks are 
necessary. As Mr. Murdoch said, ‘“‘We could not success- 
fully compete in the tampon market without the home 
consumption drawbacks.” 


What are Drawbacks? 

Government programs which permit Revenue Canada 

to return to you the duty or taxes paid on imported 

goods which are used or disposed of in accordance 

with the various drawback provisions. 

What types of Drawbacks are there? 

Broadly speaking there are two types of Drawbacks: 

Export Drawback and Home Consumption Drawback. 

What do you mean — Export Drawback? 

Export Drawback is the return of duty or taxes paid on 

imported goods which are subsequently 

a) exported or 

b) used or directly consumed in, wrought into or at- 
tached to Canadian produced goods exported. 

What is Home Consumption Drawback? 

Home Consumption Drawback is the return of duty 

paid on specified imported goods used in Canada for 

certain purposes. 


CHAPTER XII 


questions and 
answers 


¢ Could you give me some examples of Home Consump- 


tion Drawback provisions? 

There are some 25 Home Consumption Drawback pro- 

visions. Expressed in very brief and general terms, four 

of the most commonly used provisions are: 

a) Machinery, precision instruments, apparatus, and 
parts therefor; when used for the manufacture of 
motor vehicles or motor vehicle parts. 

b) Machinery, precision instruments, apparatus, and 
parts therefor; when used for the manufacture of 
aircraft, airborne equipment, and parts therefor. 

c) Materials, when used in the manufacture of surgical 
dressings, surgical trusses, suspensory bandages 
etc. 

d) Steel, when used in the manufacture of cutlery. 

Why does the government have these programs? 

To assist you — the Canadian manufacturer or exporter 

— to better meet competition in both the domestic 

market (Home Consumption Drawback) and the foreign 
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market (Export Drawback), by removing the duty ele- 
ment from your costs, thus fostering the development 
of Canadian industry. 

Who can claim drawback? 

There are various eligible claimants such as the im- 
porter, the exporter, the supplier of ships stores, the 
manufacturer or producer etc. It depends on the par- 
ticular drawback provision involved. 

Can there be more than one eligible claimant against 
the same goods? 

Yes, for example, when imported goods are sold or 
transferred by the importer to a second party who uses 
them in an eligible manner, both parties may be con- 
sidered as eligible claimants. However, in such cir- 
cumstances, claim can only be made if one party 
waives the rights to the duty or taxes to the other. 

What happens when I use materials which are alike but 
some are imported and some have been purchased in 
Canada? 

If, for one reason or another, you have imported and 
domestic materials of the same class and these mate- 


rials are used in the manufacture of goods — some of 
which are exported — you are permitted to claim 
against the imported materials (in quantity sufficient to 
produce the exported goods), even though it can be 
shown that domestic materials were used. This pro- 
vision is referred to as the ‘Equivalent Clause’. 


What do you mean — same class? 

The imported and domestic materials are so much alike 
that they could be used interchangeably. 

Could you give me an example of “Equivalents”? 

Let’s say you are using oil in the production of some 
petrochemical product which is both exported and sold © 
on the domestic market. You might normally get your 
supply from a Canadian source but because of a better 
price or the inability of the Canadian supplier to meet 
your demand, you might import some foreign oil. The 
imported oil is put into production and the resultant 
product sold on the domestic market. At some later 
date (within 12 months) you use domestic oil of the 


same class in the production of goods which you ex- 
port. You are permitted to make a claim against a like 
quantity of imported materials. 

How do I apply for drawback? 

Simply call your nearest Customs Office and ask for 
the Drawback, Refund and Remission Unit or write: 
Revenue Canada, Customs and Excise 

Post Audit Services 

Drawback and Refund Unit 

Sir Richard Scott Building 

191 Laurier Avenue West 

Ottawa, Ont. K1A OL5 

Then what doI do? 

One of our staff will meet with you and show you the 
routine to follow in the preparation and filing of your 
claim. 

How complicated is that? 

The preparation of your claim, and the subsequent re- 
view by our staff will require that you demonstrate, by 
means of normal business records, that you did, in fact, 
import certain goods and use or dispose of them in a 
qualifying manner. 


e When dol file a drawback claim? 


After the imported goods have been used or disposed 
of in a qualifying manner e.g. the goods are exported, 
supplied as ships stores, used in the production of 
goods exported or supplied as ships stores, or used in 
eligible home consumption manufactures. 

How often dol file? 

It depends on the volume of business and other factors. 
On a continuing drawback program, it is recommended 
that claims be filed on a quarterly basis. However, if it 
suits your particular needs — you can file weekly, 
monthly or just once a year. It’s really up to you. 

How long doI have to make a claim? 

This also varies with the type of claim. As examples, 
the most commonly used drawback provision — Export 
Drawback — requires that a claim be filed within two 
years of the date of export and, also, that the duty or 
taxes must have been paid within three years of that 
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date. The Home Consumption drawback provision, on 
the other hand, requires only that the claim be filed 
within three years of the date of duty payment. 

How soon do I get my money? 

Drawback claims are, for the most part, processed and 
forwarded for payment as soon as possible — usually 
within three to eight weeks of filing. Claims taking 
longer are usually very detailed, require involved in- 
vestigation or, perhaps, are deficient in some manner. 
However, once having established the credibility of a 
claimant, payment of up to 90 per cent may be made as 
soon as a Claim is filed. The balance is paid when the 
claim has been investigated and finalized. 

How much do! get back? 

With the exception of Home Consumption Drawbacks, 
almost all drawback programs provide for the return 
of 99 per cent of the eligible duty or taxes paid. There 
are a few which return 100 per cent. Home Consump- 
tion drawback programs provide for the return of from 
50 — 100 per cent of the eligible duty paid. 


e Is there any form of drawback to cover the situation 


where imported goods become obsolete or surplus and 
cannot be returned to the foreign supplier for credit? 
Yes. There is a specific drawback provision for just 
such a situation. When imported goods or domestically 
produced goods with imported content become obso- 
lete or surplus and are destroyed in Canada under cus- 
toms supervision, you may claim for the duty or taxes 
paid in respect of such goods. 

What other types of Drawback are there? 

A complete listing of the various drawback programs 
including Home Consumption provisions will be found 
on the following pages. 


The following is a brief and general outline of the 
various drawback provisions. 

Each provision has certain specific criteria which must 
be met in order to qualify for drawback. 

For example, some provisions require that the im- 
ported goods be of a “class or kind not made in Canada”. 
Others require that a specified percentage of the cost of 
producing the finished goods be incurred in Canada. 
There are various time limits to be observed — and so on. 
For more comprehensive information the various draw- 
back regulations should be consulted. 

1. Goods subject to Drawback for Home Consumption 
a) Oil, fuel and items not machinery, when entering 
into the cost of binder twine and twine for baling 
farm produce, manufactured in Canada. 
b) Steel sheets used in the manufacture of stampings 
for automotive vehicles. 
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drawback 
programs 


Steel used in the manufacture of files. 

Steel used in the manufacture of cutlery. 
Hot-rolled hexagonal bars of iron or steel used in 
the manufacture of cold-rolled or cold drawn bars. 
Machine-made glass tumblers used in the manu- 
facture of cut or decorated tumblers. 

Materials used to manufacture bands or bindings 
for men’s hats. 

Woven fabrics in the web, used in the manufac- 
ture of linings for men’s or boy’s hats or caps, or 
in the manufacture of buckram shapes for 
women’s or children’s headgear. 

Knitted netting used in the manufacture of shapes 
for women’s or children’s headgear. 
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Materials used in the manufacture of surgical 
dressings, surgical trusses, abdominal supports, 
suspensory bandages and sanitary napkins. 

Ethyl alcohol undenatured, used for scientific or 
medicinal purposes and research. 

Materials used in the manufacture of containers 
for packaging disinfectants, herbicides, pesti- 
cides, etc. 

Billiard table slate, 3/s” in thickness or greater, 
used in the manufacture of billiard tables. 

Fire brick used in the construction or repair of 
blast furnaces, oxygen furnaces, open hearth fur- 
naces, etc. 

Fire brick used in the construction or repair of 
coke ovens. 

Materials used in the manufacture of goods which 
enter into the cost of the manufacture of fertilizers. 
Raw sugar to be refined and used in the manu- 
facture of wine. 
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Machinery, precision instruments and apparatus, 
and parts and accessories for use with same, when 
used for the manufacture of motor vehicles, motor 
vehicle accessories, and parts for motor vehicles 
and accessories. 


Machinery, precision instruments and apparatus, 
and parts and accessories for use with same, when 
used for the manufacture of aircraft, aircraft en- 
gines, airborne aircraft equipment, or of parts of 
the foregoing. 

Materials and parts, wholly or in chief part of 
metal, used in the manufacture of goods (ma- 
chinery and equipment) for sawing lumber, for 
manufacturing plywood and veneers, for logging 
operations; or for dairying purposes; or in the 
manufacture of engines and boilers, ball and roller 
bearings, and diesel and semi-diesel engines, etc. 
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. Goods imported into Canada and exported. 


. Canadian manufactured tires and tubes (exported 
vehicles). 


. Production of gold for export. 


8. Goods manufactured in Canada for use as specified 
in Tariff Item 44200-1 (Farm and other agricultural 
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u) Other materials used in the manufacture of self equipment and parts). 
propelled trucks used in logging operations or in 9. Canadian Commercial Corporation purchases for 
sawing lumber. export. 

v) Paper of all kinds, used in the production of pe- 10. Imported spirits used in the production of exported 
riodical publications. distilled spirits. 

w) Materials used in the manufacture of gauges, 11. Wireless telegraph apparatus supplied to vessels in 
levels, planes, tapes, rules, etc. Canada. 

x) Materials used for the manufacture or repair of 12. Obsolete or surplus goods destroyed in Canada. 
aircraft, aircraft engines, airborne aircraft equip- 13. New motor vehicles purchased and used temporarily 
ment, and parts of the foregoing. in Canada prior to exportation. 

2. Articles and materials used or consumed in the man- 14. Woven fabrics used in the manufacture of men’s and 
ufacture of railway rolling stock. boy’s shirts. 
3. Ships supplies and goods for oceanic telegraph cables. 15. Joint Canada — United States projects. 


4. Goods manufactured in Canada and exported. 16. United States leased Bases in Newfoundland. 
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conclusion 


What we started out to do with this booklet was to 
arouse your interest and answer some of your questions. 

We would be delighted to hear from you. 

If you are now engaged in any aspect of export trade, 
or are involved in what you feel is eligible home con- 
sumption production or, perhaps, you are concerned 
about some of the things we have discussed in this book- 
let, please call your nearest Customs Office and ask for 
the Drawback, Refund and Remission Unit or write to: 


Revenue Canada, Customs & Excise, 
Post Audit Services, 

Drawback and Refund Unit, 

Sir Richard Scott Building, 

191 Laurier Avenue West, 

Ottawa, Ontario 

K1A OL5 
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